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 A bank is a financial intermediary and creates money by lending money to a 
borrower, thereby creating a corresponding deposit on the bank's balance 
sheet. Lending activities can be performed directly by loaning or indirectly 
through capital markets. After the advent of technology and its penetration to 
all business fields, the responsibility of banks is enhanced to provide better, 
speedy, and ubiquitous service to the customers so that it can create more 
money and hence profit. Banks are formulating various strategies in order to 
attract more deposits and lend it to genuine customers to get a better return and 
hence make more profit. Based on such objective of a general banking system, 
the ideal concept of the banking system is developed. The ideal bank is a 
system with ideal banking characters. In this paper, a model of the ideal 
banking system is proposed by considering the ideal characteristics expected 
under input conditions, output conditions, system requirements, and 
environmental conditions. The factors affecting these characteristics are 
identified using a qualitative data collection instrument namely focus group 
method. 
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1.  Introduction  
 
Rogers (1995), Sreelatha & Sekhar (2012), Acharya & Aithal (2016), a bank is a financial intermediary and creates 
money by lending money to a borrower, thereby creating a corresponding deposit on the bank's balance sheet. 
A banking system is a group or network of institutions that provide financial services to the society. These institutions 
are responsible for operating a payment system, providing loans, taking deposits, and helping with investments. 
Lending activities can be performed directly by loaning or indirectly through capital markets. After the advent of 
technology and its penetration to all business fields, the responsibility of banks is enhanced to provide better, speedy, 
and ubiquitous service to the customers so that it can create more money and hence profit. Banking business includes 
the business of receiving money on current or deposit account, paying and collecting cheques drawn by or paid in by 
customers, the making of advances to customers, and includes such other business as the Authority may prescribe for 
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the purposes of Banking Act of the country. Banking business includes: receiving from the general public money on 
current, deposit, savings or other similar accounts repayable on demand or within certain days or with a period of call 
or notice of less than that period; and paying or collecting cheques drawn by or paid in by customers. Automation of 
banking processes is present day requirement and networking all the branches of the banks through Information 
communication technology is essential for decreasing the cost of the operation. Aithal (2016), Since banking functions 
involve the transaction of money between different accounts and due to advents of electronic commerce which need 
electronic money transactions and payments between different parties, security and authenticity are very important 
features of present banking operations. The function of banks involves the following: 
1) Payment of money by conducting checking or current accounts for customers, paying cheques drawn by 
customers on the bank and collecting cheques deposited to customers' current accounts.  
2) Banks also enable customer payments via other payment methods such as RTGS, Wire transfers or telegraphic 
transfer, and automated teller machines (ATMs).  
3) Banks borrow money by accepting funds deposited on current accounts, by accepting term deposits, and issuing 
debt securities such as banknotes and bonds.  
4) Banks lend money by making advances to customers on current accounts, by making installment loans, and by 
investing in marketable debt securities and other forms of money lending.  
 
2.  Research Methods 
 
Banks have two types of products namely retail banking and business banking. Banks formulate various strategies 
in order to attract more deposits and lend it to genuine customers to get a better return and hence make more profit. A 
bank can generate revenue in a variety of different ways including interest, transaction fees, and financial advice. The 
traditionally most significant method is via charging interest on the capital it lends out to customers. The bank profits 
from the difference between the level of interest it pays for deposits and other sources of funds, and the level of interest 
it charges in its lending activities. Based on such objective of a general banking system, the ideal concept of the banking 
system is developed. Choi & Majumdar (2014), Oliveira et al., (2014), Wu et al., (2009), the ideal bank is a system 
with ideal banking characters. In this paper, a model of the ideal banking system is proposed by considering the ideal 
characteristics expected under input conditions, output conditions, system requirements, and environmental conditions. 
The factors affecting these characteristics are identified using a qualitative data collection instrument namely focus 
group method. Finally, some of the possible technology supported models which support the concept of Ideal banking 
are identified and analyzed. 
 
3.  Results and Analysis 
 
3.1 Banking System Model 
 
A banking system consists of interconnected many branches and the customers registered in any branch can avail 
required services in any branch. The banking operations are controlled and monitored by a central bank of the country. 
A customer can avail designated service either online or physically entering the bank branch. The simplest analogous 
model to a banking system is shown in fig. 1. It represents the general banking functions discussed in the previous 
section by integrating various branches through appropriate networking technology. Based on networking of bank 
branches, a customer can avail any service from any branches of the bank. Using the internet and wireless technology, 
a customer can avail banking services using electronic banking and mobile banking models.  
 
3.2 Model of Ideal Banking System 
 
Woods et al., (2009), Morrison & Roberts (1998), Floh & Treiblmaier (2006), the conventional model of the 
banking system can be improved in its performance without changing its objectives and functions using electronic 
communication technology so that the speed, quality, accuracy, and convenience of banking services to its customers 
will improve to a great extent. To improve any present systems, it is normal practice that such systems have to be 
compared with a hypothetical, predicted system of that kind called "Ideal system". The word ‘Ideal system’ refers to 
the system which has ideal characteristics i.e., perfect in every way. It is what the mind pictures as being perfect. The 
concept of an ideal engine, ideal switch, ideal voltage source, ideal current source, ideal semiconductor devices like 
ideal diodes, ideal transistors, amplifiers etc. have been defined and taken as standards to improve the quality and 
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performance of such practical devices or systems. It is found that, by keeping such hypothetical devices or systems in 
mind, researchers have continuously been improving the characteristics/properties of practical devices / systems to 
upgrade their performances. Hence, ideal properties of a device or a system can be used to upgrade or improve its 
properties towards reaching 100% efficiency. By comparing the properties/characteristics of a practical device/system 
with Aithal (2016), its ideal counterpart, one can find out the possible modifications in that device /system towards 
reaching the objective of achieving such an ideal system. Ideal Banking System model by considering various 
characteristics under 4 categories such as Input conditions, Systems requirements, Output conditions, and 
Environmental & social conditions, and analyzed these characteristics with an objective to achieve the goal. 
Mols (2001), Mols et al., (1999), Morgan & Hunt (1994), an ideal banking system would not only provide ideal 
banking services to the entire society ubiquitously but would also follow the ideal banking system characteristics to 
better suit the needs of the people. An Ideal banking system shall have characteristics which can be predicted and 
classified. Aithal (2016), (2015), based on various factors which decide the ideal banking system characteristics, a 
model consisting of the input conditions, output conditions, system requirements, and social & environmental 
conditions is derived by a qualitative data collection instrument namely, focus group method. The block diagram of 
such a system is shown in fig. 2. 
 
a) Social & environmental conditions 
1) The Ideal Banking system provides banking services to the entire world rather than a single neighborhood 
town/Country and hence, it has an unlimited global reachability. 
2) Ideal banking offers services to its customers, which enjoys an inelastic demand in the world market (inelastic 
means a service that people need or desire almost at any price). 
3) The Ideal banking system provides all types of banking services of both retail banking and business banking to 
all customers irrespective of their age, gender, previous qualification and country of origin. 
4) The Ideal Banking system provides high-quality banking services to everybody irrespective of their economic, 
social, linguistic and cultural background. 
 
b)  Input Banking Conditions 
5) The Ideal Banking system needs minimum employees in identified areas of operation and must utilize optimum 
service from them. 
6) The Ideal Banking system operates on a low overhead. It does not need an expensive location, many branches, 
and a huge amount of infrastructure. Only a few Banks are required to provide quality service to the entire 
world. 
7) The Ideal Banking system does not require major investments in equipment and other infrastructure or repetition 
of a large number of branches in every state and every country. In other words, it does not require huge capital. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 1. A General Banking System Model 
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c) System Requirements 
8) The ideal banking system is relatively free of all kinds of government regulations or restrictions. 
9) The ideal banking system is portable or easily moveable. This means a customer registered in one bank should 
be able to get the services wherever he moves and in whichever city he lives. 
10) The ideal banking system satisfies its customers’ intellectual needs. There are no constraints like minimum 
amount transaction, to be registered or avail services only in one bank, minimum and a maximum number of 
services availed per day. 
11) The ideal banking system leaves enough free time to service providers/bank employees as well as customers. 
In other words, it doesn’t require attention/study of 12, 16, or 18 hours a day. 
12) The ideal banking system is one in which the income of the bank does not limit by a personal output (Leverage) 
of the bank workers. In the ideal banking system, a bank can provide any number of customers as easily as can 
have one. 
13) The ideal Banking system, customers can do transactions at any time, any number of times and results should 
be declared immediately. There is nothing like wasting time in queue, travel time to the bank etc. 
14) The ideal Banking system will provide services to its registered customers anywhere, anytime and any amount 
of time. i.e., it is ubiquitous. 
15) In an ideal system, the technology is used in such a way that all services of the banking system should be 
delivered effectively. 
16) An ideal banking system provides all customers with not only basic knowledge of banking but also on 
authenticity and security for financial transactions. 
d)  Output Conditions  
17) In the ideal banking system, the demand for a variety of services is higher than supply and the efficiency of the 
system is always 100%. 
18) In the ideal banking system, the customers have a choice of alternative in terms of service providers. 
19) The ideal banking system will be sustainable for a long time. 
 
 
 
 
 
 
 
 
 
 
 
Figure 2. Characteristics of an Ideal Banking System. 
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Figure 3.  A block diagram representing Social & environmental conditions 
 
 
 
 
 
 
 
 
 
 
Figure 4. A block diagram representing Input conditions. 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
Figure 5. Block diagram representing System requirements. 
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Sustainable for long time 
OUTPUT 
CONDITION
S 
High Demand Choice for 
Alternative 
Any banking system which has the above properties is considered as ideal banking system and the conventional 
banking systems called brick and Aithal (2015), (2016), mortar systems have serious drawbacks/limitations in terms 
of the above properties. 
 
 
 
 
 
 
 
 
 
 
Figure 6. A block diagram representing Output conditions 
 
3.3 Analysis of Ideal Banking Characteristics  
 
Ideal banking characteristics can be explained based on their effectiveness in improving the qualities of services 
and customers comfortability of availing it. Aithal (2015), (2016), the characteristics mentioned in the ideal banking 
model are depicted in fig. 3 to fig. 6 and further discussed below; 
 
a)  Social & environmental conditions  
1) Global Reachability: Any ideal system will sustain for longer period providing services to the larger number of 
people. The Ideal Banking system provides banking services to the entire world rather than a single 
neighborhood town which has only a limited number of customers. Hence, the ideal banking system has an 
unlimited global reachability. 
2) Inelastic demand: The Ideal banking system offers all required and possible banking services with the highest 
quality and enhanced values to the customers, which enjoys an inelastic demand in the entire world due to their 
benefits. In the ideal banking system, the benefits of providing banking services to the customers are always 
more than the cost incurred to provide it. Similarly, for the customers, the benefits of the ideal banking services 
are always much more than the cost of availing it. A banking model can be called as an ideal only if it can 
decrease the distribution cost, distribution time, advertisement cost and production/servicing cost to a minimum 
level close to zero and capable of supporting the banking services to achieve inelastic demand. Such banking 
service becomes very attractive to all segments of global customers so that the customers desire to use it at any 
price which creates inelastic demand. 
3) Ubiquitous service to every customer: 
Ubiquitous means being present everywhere simultaneously or existing everywhere at the same time. The very 
concept behind this is being everywhere and still being virtually inexistent or invisible. The aim of such banking 
service is to establish an environment where people can always be on-the-go and still carry information and 
power to solve their problems at their inconvenience, without being bound by the location of any particular 
technological device. Ubiquitous banking provides solutions and services at any time, anywhere, any amount 
of time to the users. The Ideal banking system provides all types of banking services of both retail banking and 
business banking to all customers irrespective of their age, gender, previous qualification and country of origin 
due to its ubiquitous nature. This helps everybody in the world to have access to higher education in the chosen 
area irrespective of his/her origin. 
4) Affordable for everybody: 
Ideal banking should be so smart, so simple and so powerful that it works for everybody irrespective of their 
economic, social, linguistic and cultural background. Development and maintenance of such a system should 
be simple, cost-effective with fewer constraints for implementation. Hence, ideal banking is affordable to 
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everybody so that it uses common techniques available in nature and manipulate effectively to the need of 
human being at an affordable cost. Thus, ideal banking system provides high-quality banking services to 
everybody irrespective of their economic, social, linguistic and cultural background. 
b)  Input Banking Conditions 
5) Minimum Employee requirement: 
Any system can sustain for a longer period by decreasing the cost. The ideal banking system needs minimum 
employees with specialized skills and must utilize optimum service from them to provide optimum service to 
the customers. The ideal banking system needs minimum employees in identified areas of operation and must 
utilize optimum service from them.  
6) Low overhead cost: 
The total cost of any system is the sum of Fixed cost and Variable cost. The fixed cost involves the initial 
investment in the development of the system and the variable cost includes maintenance cost of the system. By 
decreasing initial investment without compromising with quality and by minimizing the maintenance and 
service cost, the banking system can decrease its overall cost. As per our definition, the ideal banking system 
operates on a low overhead. It does not need an expensive location, big branch building and a huge amount of 
infrastructure. Only one office in any location is required to provide banking services to the entire world. Hence, 
the Ideal Banking system operates on a low overhead. It does not need an expensive location, many branches, 
and a huge amount of infrastructure. Only a few banks are required to provide quality service to the entire 
world. 
7) Low investments : 
Out of the various resources used in any banking system, a capital investment like an investment on land, 
buildings, equipment, and other infrastructures need huge capital. On the other hand, the ideal banking system 
does not require major investments in equipment and other infrastructure or repetition of a large number of 
branches in every state and every country. In other words, it does not require huge capital. 
c)  System Requirements 
8) Free of Government Regulations : 
The ideal banking system is relatively free of all kinds of government regulations or restrictions. Many 
conventional business systems are facing problems due to Government regulations based on the nature of 
service provided, the environmental issues and the neighboring community issues. These regulations sometimes 
make the banking systems as a nonprofit or to shut down. An ideal system is relatively free of all kinds of 
government regulations or restrictions so that it can do sustainable services for a longer period. 
9) Portability : 
The ideal banking system is portable or easily moveable. This means a customer registered in one bank should 
be able to get the services irrespective of the location of the bank. A good business model should have 
characteristics to run the business location independent. The business should have the same level of difficulty 
and performance in terms of productivity, efficiency, effectiveness and hence revenue and profit even if it is 
performed any corner of the world irrespective of its location and the physical, geographical, political, economic 
and technical environment. The ideal banking should be perfectly portable or easily moveable from one location 
to other location based on the interest of its owner and should have the same level of difficulty everywhere. 
This means the bank should able to provide the specified services anywhere to its customers irrespective of its 
location. 
10) Satisfying the intellectual needs of stakeholders: 
The ideal banking system satisfies both its owners and customers’ intellectual needs. There are no constraints 
like minimum amount transaction, to be registered or avail services only in one bank, minimum and a maximum 
number of services availed per day. There should be an opportunity for the owner to develop new services and 
the customers to surf new services like online trading for investment.  
11) Less time consumption : 
The ideal banking system leaves enough free time to service providers/bank employees as well as customers 
due to the fact that all banking service decisions are automated and artificially controlled. In other words, it 
doesn’t require attention/study of 12, 16, or 18 hours a day. In addition, the customers and employees need not 
waste their time for unproductive activities like travel etc.  
12) Potential opportunity for high income : 
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The ideal banking system is one in which the income of the bank does not limit by a personal output (Leverage) 
of the bank workers. In the ideal banking system, a bank can provide any number of services to any number of 
customers as easily as can have one. The banking systems must have profit for further progress. There is nothing 
wrong in expecting huge profit for honest efforts. One of the advantages of the ideal banking system is the 
possibility of ensuring large profits. This is mainly due to the intangible nature of banking services and 
scalability. 
13) Ubiquitous Service : 
The ideal Banking system, customers can do transactions at any time, any number of times and results should 
be declared immediately. There is nothing like wasting time in queue, travel time to the bank etc. 
14) Anytime Service : 
The ideal Banking system will provide services to its customers anywhere, anytime and any amount of time. 
i.e., it is ubiquitous so that customer need not weight either in the branch or in an online queue to avail service.   
15) Usage of Technology : 
In an ideal system, the technology is used in such a way that all services of the banking system should be 
delivered effectively without any defect.  
16) Secured Service :  
An ideal banking system provides all customers with not only basic knowledge of banking but also on 
authenticity and security for financial transactions. There will be no malpractice or miss function of any 
processes.  
 
d)  Output Conditions 
17) High Demand : 
In the ideal banking system, since the quality is 100% and defects are zero, the demand for a variety of services 
is higher than the supply and the efficiency of the system is always 100%. 
18) The choice for Alternative : 
In the ideal banking system, the customers have a choice of alternative in terms of service providers so that the 
customer satisfaction will be 100%. 
19) Sustainable for a long time : 
As per the definition, the ideal banking system will be sustainable for a long time with infinite demand, infinite 
serving ability, an infinite profit.  
 
Irechukwu (2000), Prasad & Aithal (2015), Laudon & Laudon (2000), the mobile banking system which is 
ubiquitous i.e., services available to the customers anytime, anywhere, any amount of time irrespective of a number of 
customers availing the service at a time, using wireless electronic/optical technology made the conventional brick and 
mortar banking system as ubiquitous banking. The automated banking services using computer technology and 
information technology support to make banking services ubiquitous. Due to the massive growth of banking 
technologies with the aid of 5G mobile technology, Aithal (2016), Varambally & Aithal (2009), mobile banking 
services becoming more authenticated and secured. This has increased the confidence of the common man to use such 
services in a day today’s life. Most of the characteristics of the ideal banking system are comparable with the 
characteristics of the ubiquitous mobile banking system. Thus, the ubiquitous nature of the mobile banking system 
made it as the ideal banking system. Yang et al., (2009), Yu et al., (2004), the advents in wireless technology became 
a boon to provide ideal banking system to mankind. Even though we could not realize ideal engine, ideal technology, 
an ideal education system in practice, we have almost reached the goal of the banking system by elevating ubiquitous 
mobile banking system close to the ideal banking system. 
 
4.  Conclusion  
 
Banks are formulating various strategies in order to attract more deposits and lend it to genuine customers to get a 
better return and hence make more profit. Based on such objective of a general banking system, the ideal concept of a 
banking system is developed. The ideal bank is a system with ideal banking characters. In this paper, a model of an 
ideal banking system is proposed by considering the ideal characteristics expected under input conditions, output 
conditions, system requirements, and environmental conditions. The factors affecting these characteristics are 
identified using a qualitative data collection instrument namely focus group method. Finally, some of the possible 
technology supported models which support the concept of Ideal banking are identified and analyzed. Based on our 
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analysis and discussion on comparing the features, ideal banking characteristics, and mobile banking characteristics 
are almost matching and hence it can be concluded that ubiquitous banking system based on mobile banking technology 
is a perfect model to realize ideal banking system.  
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